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The decision tree for Unintentional errors has been revised. The primary change is the 
reduction of the Category I payment by the percentage of misreported volume in situations where 
the account could not resubmit data. 
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DECISION TREE 
Direct Account Audits 



Audit tests are designed to ascertain the reasonableness of data reported 
to RJRT and ensure compliance with the rules and procedures of the volume 
incentive program. Given the results of our testing, Internal Audit will develop an 
opinion on whether or not these objectives have been achieved. 

In situations where we believe our audit objectives are not achieved (i.e., 
data is not correct and/or the account is not in compliance with the rules and 
procedures of the program), Internal Audit will assess the intent of the error(s). 
An error is deemed to be intentional if the data has been altered in a way that 
affects one company, one brand, or a specific brand style. 

In situations where errors are noted, decisions trees have been developed 
to ensure consistent actions are taken for both intentional and unintentional 
errors. 
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UNINTENTIONAL ERRORS 




Impact on RJR 
SOM (> 0.4%) 



- No change In 
Category I, II, or III 
payments. 

■ No adjustment to 
historical data or base 
SOM calculations. 

- Clarify rules and 
procedures to account 
management 

- Account to correct 
problem In an agreed to 
time frame. 

- If problems carryover 
Into a new program 
period, all data for the 
new program period 
must be corrected and 
re-submltted to be 
eligible for future 
Category I, II, and III 
payments. 


Re-submit 
corrected data 
since beginning of 
current program 
period 


'Yes, 


February 13,1996 


- Category I payment 
reduced by percentage 
of mlsreported volume. 

• Category II and III 
payment reduced by 
25%. 

-Account to correct 
problem in an agreed to | 
time frame. 

-Base SOM for future 
program will be reset 
based on a minimum of I 
two months of corrected 1 
data. 

- Evaluate account's 
direct buying status. 


NOTE: Completed programs require repayment of 
Categoiy I (based on percentage of volume 
mlsreported) and 25% of Category II and III payments. 


-Categoiy I payment 
recalculated based on 
corrected date. 

• Category II and III 
payment based on 
corrected date. 

- Base SOM for future 
program will be reset 
based on a minimum of I 
two months of corrected) 
date. 
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INTENTIONAL ERRORS 


AUDIT RESULTS 

Tests are designed to ascertain 
the reasonableness of reported 
data and compliance with rules 
and procedures 

_ 

f 


Discrepancy 


' 



Intentional errors 
(see note below) 





More than 50% of 
program period 
elapsed? 




- No Category I, II, or III 
payments. Account 
disqualified for 
remainder of current 
program. 

- Account to correct 
problems and begin 
submitting corrected 
data in one month. 

- Base SOM tor future 
program will be reset 
based on a minimum of 
two months of corrected 
data. 

- Evaluate account's 
direct buying status. 


Re-submit 
corrected data 
since beginning of 
current program 
period 


Alteration of data affecting one company, 
one brand, or specfic brand styles is 
deemed to be an intentional error. 




- No Category I, II, or III 
payments. Account 
disqualified for 
remainder of current 
program. 

-Account to correct 
problems and begin 
submitting corrected 
data in one month to 
participate in future 
programs. 

- Base SOM for future 
program will be reset 
based on a minimum of 
two months of corrected 
data. 

Evaluate account's 
direct buying status. 




- Category I payments 
will only begin to accrue 
once problems are 
corrected and corrected 
data re-submitted. 

- Base SOM for current 
program will be reset 
based on a minimum of 
two months of corrected 
data. 

• Category II and III 
payment will be based 
on the revised data and 
new base SOM. 
Account can earn 
Category II and III 
payments for entire 
period if all criteria are 
satisfactorily met 


January 22,1996 


NOTE: Completed programs require 
repayment of Category I, II, and III 
payments. 
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